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MINNESOTA
MEDICAL ASSISTANCE
Federal Fiscal Impact of TN 01-04
Attachment 4.19-B: Rate Changes for RHCs/FQHCs and Transportation

1. The Balanced Budget Act of 1997 (BBA *97) (P.L. 105-33) amended Section
1902(a)(13)(C)(1) of the Social Security Act (the Act) governing payments to rural health clinics
(RHCs) and federally qualified health centers (FQHCs). That section was amended to require
that beginning in Federal Fiscal Year 2000, cost-based payments to RHCs and FQHCs decreased
from 100% of reasonable costs to 95% of reasonable costs. Beginning in Federal Fiscal Year
2001, the percentages were to decrease annually until Federal Fiscal Year 2004, when no
required percentage was to apply.

Section 603(a)(1) of the Medicare, Medicaid and SCHIP Balanced Budget Refinement Act of
1999 (P.L. 106-113) further amended section 1902(a)(13)(C)(1). Although the entities still
received 95% of reasonable costs for Federal Fiscal Year 2000, the percentage payment was not
to decrease until Federal Fiscal Year 2003. Beginning in Federal Fiscal Year 2003, the
percentages were to decrease annually until Federal Fiscal Year 2005, when no required
percentage was to apply, and section 1902(a)(13)(C) was to be repealed.

Effective January 1, 2000, approved State plan amendment TN 00-03 amended
Attachment 4.19-B, items 2.b. (rural health clinic rates) and 2.c. (federally qualified health center
rates) to follow the percentages specified in section 1902(a)(13)(C)(1) of the Act.

Effective January 1, 2001, section 702 of the Medicare, Medicaid, and SCHIP Benefits
Improvement and Protection Act of 2000 (BIPA °00), incorporated by reference in the
Consolidated Appropriations Act, 2001 (P.L. 106-554), deletes section 1902(a)(13)(C) of the Act
and creates a new prospective payment system for RHCs and FQHCs. New section 1902(aa) of
the Act provides that existing RHCs and FQHCs, for services furnished on and after January 1,
2001, during “fiscal year 2001,” are paid per visit payments equal to 100% of the average costs
incurred during fiscal years 1999 and 2000 that “are reasonable and related to the cost of
furnishing such services” or based on other reasonableness tests as HCFA prescribes in
regulations, adjusted to take into account any increase or decrease in the scope of services
furnished. Beginning fiscal year 2002, per visit payments for these entities will be equal to the
amount for the preceding fiscal year increased by the percentage increase in the Medicare
Economic Index for primary care services for that fiscal year, adjusted for any increase or
decrease in the scope of services furnished during the fiscal year.

Because section 1902(aa) does not use the phrase “‘federal fiscal year,” Minnesota will use a
RHC’s or FQHC’s fiscal year (reporting year) end, trended to January 1, 2001.

For entities that first qualify as RHCs or FQHCs beginning on or after fiscal year 2001, the per
visit payments begin in the first fiscal year that the RHC or FQHC attains qualification and will
be based on 100% of the costs incurred during that year based on the rates established for similar
entities with similar caseloads in the same or adjacent geographic area. If there are no similar
entities, the methodology will be based on that used for developing rat 4 @1
or on such other tests of reasonableness established by HCFA. For each fiscal year follow ;%
fiscal year in which entities first qualify as RHCs or FQHCs, per visit payniAR \31(} bR (K5
described above, for established RHCs and FQHCs. )
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Section 702 of BIPA also allows States to pay RHCs and FQHCs pursuant to an “alternative
payment methodology.” Section1902(aa)(6) permits an alternative payment methodology if it:
(1) is agreed to by the clinic or center and the Medicaid agency; and (2) results in a payment
“which is at least equal to the amount otherwise required to be paid to the center or clinic”” under
the prospective payment system (in other words, the prospective payment system is the payment
“floor”). If a Medicaid agency wishes to provide for an alternative payment methodology, such
methodology must be described in the State plan.

The Department is seeking legislative authority to permit an alternative methodology for those
RHCs and FQHCs that choose to receive payments in this fashion. For those clinics and centers

that choose this option, the methodology will be 100% of cost as determined using Medicare cost
principles.

The following fiscal impact figures are based on the assumption that not all RHCs and FQHCs
will request payment using the alternative payment methodology. However, because a cost-
based payment using historical methodology (and 2001 costs) instead of a prospective payment
system (using average costs incurred in fiscal years 1999 and 2000) is expected to result in

higher payments, the Department estimates that 80% of clinics and centers will choose the
alternative payment methodology.

Preprint page 58 is amended to cite to current RHC and FQHC statutes and regulation, and add a
citation to BIPA *00. Preprint page 58 also deletes the requirement that the Department meets
the requirements of section 6303 of the State Medicaid Manual (in reference to FQHC

payments). Section 6303 is not current, and an identical reference was deleted in approved State
plan amendment TN 00-03.

FFY 2001* FFY 2002

(in 1000's)
Federal costs/(savings) $279,058 $444,033
State costs/(savings) $267.043 $444.033
Total MA Cost $546,101 $888,066

2. Current State plan rate methodology for ambulance transportation (Attachment 4.19-B, item
24.a.) provides that such transportation is paid the lower of (1) submitted charge; or (2) the 50"

percentile of the Medicare prevailing charge for 1982, plus a 10.75 percent increase over the
base rate. Effective July 1, 1999, this rate was increased S percent.

Section 423 of BIPA ’00 provides for a full inflation update in ambulance payments for calendar

year 2001. Therefore, the reference in Attachment 4.19-B, item 24.a. to the 1982 charge is
deleted.
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Federal costs/(savings)
State costs/(savings)

Total MA Cost

January 1, 2001-September 30, 2001

FFY 2001* FFY 2002
(in 1000's)

$271,534 $362,045
$259,740 $346.320

$531,274 $708,365
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2.b.

Rural health clinic services and other ambulatory services
that are covered under the plan and furnished by a rural
health clinic.

A B g U

A clinic receives payment based on payment methodology in
effect on December 31, 2000 until its prospective payment
system (PPS) rate(s) is/are determined in accordance with
§1902 (aa) of the Social Security Act. The Department will
reconcile a clinic’s payments back to January 1, 2001 when
the clinic’s PPS rate(s) is/are determined. PPS rates for
clinics will include a rate for dental services, if
provided, and a rate for all other rural health clinic
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2.b. Rural health clinic services and other ambulatory services

that are covered under the plan and furnished by a rural
health clinic.

services of the provider or provider group.

Prospective Payment System (PPS) Methodology

Rates are computed using a clinic’sg fiscal year trended
forward to December 31, 2000. For the purposes of
compliance with §1902(aa) (3) of the Act, the inflation of
the rate will occur each year on January 1. January 1
through December 31 will be the “fiscal year.” If
applicable, the clinic must provide information regarding
changes in the scope of services, including the budgeted
cost of providing new services and any projected increase or
decrease in the number of encounters due to the change. Any
adjustment to the clinic’s rate for changes in the scope of
services will be effective on the first day of the month
following the scope of services change. When determination
of the revised PPS rate occurs after the revised rate's
effective date, retroactive claims adjustments to the
revised rate will be made back to the effective date.

In order to comply with §1902(aa) of the Act, the Department
utilizes a formula using a clinic’s fiscal vear 1999 and
fiscal vear 2000 cost report information trended forward to
December 31, 2000. The trended costs for the two fiscal
years are combined and divided by the combined encounter
information for the two years, resulting in the average cost
rate. Encounters include all face-to-face encounters
provided by clinic professionals, including all encounters
provided by clinic staff outside of the c¢clinic to clinic
patients.

In order to comply with §1902(aa) (4) of the Act, for a
clinic that first gqualifies as a clinic provider beginning
on or after fiscal year 2000, the Department will compare
the new clinic to other clinics in the same or adjacent
areas with similar case loads. If no comparable provider
exists, the Department will compute a clinic-specific rate

based upon the c¢linic’s budget or historical costs adjusted
for changes in the scope of services.
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2.b. Rural health clinic services and other ambulatory services

that are covered under the plan and furnished by a rural
health clinic.

A clinic providing services under a contract with a Medicaid
managed care entity (MCE) will receive guarterly state
supplemental payments for the cost of providing such
services. The supplemental payments are the difference
between the payments the clinic receives from the MCE and

the payments the clinic would have received in accordance
with the PPS methodology of §19%02(aa) of the Act.

Alternative Payment Methodoloqgy

For a rural health clinic paid under an alternative payment
methodology in accordance with §1902(aa) (6) of the Act, the
methodology is 100% of cost as determined using Medicare
cost principles.

The Department will pay for clinic services as follows:

A. A clinic will be paid for the reasonable cost of clinic
services and other ambulatory services, less the cost
of providing dental services, on the basis of the cost
reimbursement principles in 42 CFR Part 413. The
Department will pay for other ambulatory services and
clinic services, less the cost of providing dental

services, at a single rate per visit based on the cost
of all services furnished by the clinic.

ie

A clinic will be paid for providing dental services at

a rate per visit based on the cost of dental services
furnished by the clinic.

A rural health clinic providing services under a contract
with a Medicaid MCE will receive quarterly state
supplemental payments for the cost of providing such
services. The supplemental payments are an estimate of the
difference between the payments the clinic receives from the
MCE and the payments the clinic would have received in
accordance with the alternative payment methodology of
§1902(aa) (6) of the Act. At the end of the clinic’s fiscal
vear, the total amount of supplemental and MCE entity
payments received will be reviewed against the amount that
the actual number of visits provided under the clinic’s
contract with the MCE would have vielded under the
alternative payment methodology. The clinic will be paid
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2.b. Rural health clinic services and other ambulatory services

that are covered under the plan and furnished by a rural
health clinic.

the difference between the amount calculated using the
alternative payment methodology and actual number of visits,
and the total amount of supplemental and MCE payments
received, if the alternative amount exceeds the total amount
of supplemental and MCE payments. The clinic will refund
the difference between the alternative amount calculated
using the actual number of visits, and the total amount of
supplemental and MCE payments received, if the alternative
amount is less than the total amount of supplemental and MCE
payments.

For rural health clinic payments, “visit” means a face-to-
face encounter between a clinic patient and any health

professional whose services are paid under the State plan.
Encounters with more than one health professional, and

multiple encounters with the same health professional, that
take place on the same day and at a single location

constitute a single visit, except when the patient, after
the first encounter, suffers illness or injury requiring
additional diagnosis or treatment.

The State uses the clinic’s audited Independent Rural Health

Clinic/Freestanding Federally Qualified Health Center
worksheet, Statistical Data, and Certification Statement to
establish payment rates. The State makes adjustments for:

(1) Medicaid coverage of services that differs from
Medicare coverage;

(2) the applicable visits; and

(3) the establishment of a separate dental payment rate, if
dental services are provided.

The State limits like services for Medicare and Medicaid to
the respective Medicare limit for the year. Time periods
that span more than one calendar vear are limited to the
respective Medicare limit for each time period.

For purposes of this item, “provider—ciimic*means—actinic
as—defimed—inm—42-—€FR—§4473Fttar+ “rural health clinic

services” means those services listed in 42 CFR §440.20(b);

“ambulatory services” means those services listed in 42 CFR
§440.20(c) .
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2.c. Federally gqualjified health center (FQHC) services and other

ambulatory services that are covered under the plan and
furnished by a FQHC.

kit to—i : i § 19623
of—the—Social—SecurttyAct—-

A FQHC receives payment based on payment methodology in
effect on December 31, 2000 until its prospective payment
system (PPS) rate(s) is/are determined in accordance with
81902 (aa) of the Social Security Act. The Department will
reconcile a FQHC's paymentsgs back to January 1, 2001 when the
FQHC's PPS rate(s) is/are determined. PPS rates for FQHCs
will include a rate for dental services, if provided, and a

rate for all other FOHC services of the provider or provider
Youp.

Prospective Payment System (PPS) Methodology

Rates are computed using a FQHC's fiscal year trended
forward to December 31, 2000. For the purposes of
compliance with §1902(aa) (3) of the Act, the inflation of
the rate will occur each vear on January 1. January 1
through December 31 will be the “fiscal vear.” If
applicable, the FOHC must provide information regarding
changes in the scope of services, including the budgeted
cost of providing new services and any projected increase or
decrease in the number of encounters due to the change. Any
adjustment to the FOHC'’s rate for changes in the scope of
services will be effective on the first day of the month
following the scope of services change. When determination
of the revised PPS rate occurs after the revised rate’'s

effective date, retroactive claims adjustments to the
revised rate will be made back to the effective date.

In order to comply with §1902(aa) of the Act, the Department
utilizes a formula using a FQHC’'s fiscal yvear 1999 and
fiscal year 2000 cost report information trended forward to
December 31, 2000. The trended costs for the two fiscal
years are combined and divided by the combined encounter
information for the two vears, resulting in the average cost
rate. Encounters include all face-to-face encounters
provided by FOHC professionals, including all encounters
provided by FQHC staff outside of the FQHC to FQHC patients.




STATE: MINNESQOTA ATTACHMENT 4.19-B
Effective: January 1, 2001 Page 5a
TN: 01-04

Approved:

Supersedes: 00-03

2.c. Federally gqualified health center (FQHC) services and other

ambulatory services that are covered under the plan and
furnished by a FQHC.

In order to comply with §1902(aa) (4) of the Act, for a FQHC
that first qualifies as a FQHC providers beginning on or
after fiscal vear 2000, the Department will compare the new
FOQHC to other FOHCs in the same or adjacent areas with
similar case loads. If no comparable provider exists, the
Department will compute a FQHC-specific rate based upon the
FQHC's budget or historical costs adjusted for changes in

the scope of services.

A FQHC providing services under a contract with a Medicaid
managed care entity (MCE) will receive guarterly state

supplemental payments for the cost of providing such
services. The supplemental payments are the difference
between the payments the FQOHC receives from the MCE and

the payments the FQHC would have received in accordance
with the PPS methodology of §1902(aa) of the Act.

Alternative Payment Methodology

For a FQHC paid under an alternative payment methodology in
accordance with §1902(aa) (6) of the Act, an interim rate is

established, subject to reconciliation at the end of the
cost reporting period;—usingcost—findingprinciptes—of—42
€FR—§413. The alternative payment methodology is 100% of
cost as determined using Medicare cost principles.

The Department will pay for FQHC services as follows:

A. A FOHC will be paid for the reasonable cost of FQHC
services and other ambulatory services, less the cost
of providing dental services, on the basis of the cost
reimbursement principles in 42 CFR Part 413. The

Department will pay for other ambulatory services and
FOHC services, less the cost of providing dental

services, at a single rate per visit based on the cost
of all services furnished by the FOHC.

"

A FOHC will be paid for providing dental services at a
rate per visit based on the cost of dental services
furnished by the FQHC.
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2.c. Federall alified health center (FQHC) services and other

ambulatory services that are covered under the plan and
furnished by a FQHC.

A FQHC providing services under a contract with a Medicaid
MCE will receive quarterly state supplemental payments for
the cost of providing such services. The supplemental
payments are an estimate of the difference between the
payments the FQHC receives from the MCE and the payments the
FOHC would have received in accordance with the alternative
payvment methodology of §1902(aa) (6) of the Act. At the end
of the FOHC’s fiscal yvear, the total amount of supplemental
and MCE entity payments received will be reviewed against
the amount that the actual number of visits provided under
the FQHC's contract with the MCE would have yielded under
the alternative payment methodology. The FQHC will be paid
the difference between the amount calculated using the
alternative payment methodology and actual number of visits,
and the total amount of supplemental and MCE payments
received, if the alternative amount exceeds the total amount
of supplemental and MCE payments. The FQOHC will refund

the difference between the alternative amount calculated
using the actual number of visits, and the total amount of
supplemental and MCE payments received, if the alternative
amount is less than the total amount of supplemental and MCE
payments.

For FQHC payments, “visit” means a face-to-face encounter
between a FQHC patient and any health profegsional whose
services are paid under the State plan. Encounters with more
than one health professional, and multiple encounters with
the same health professional, that take place on the same
day and at a single location constitute a single visit,
except when the patient, after the first encounter, suffers
illness or injury requiring additional diagnosis or
treatment.

The State uses the FQHC’'s audited Independent Rural Health
Clinic/Freestanding Federally Qualified Health Center
worksheet, Statistical Data, and Certification Statement to
establish payment rates. The State makes adjustments for:

(1) Medicaid coverage of services that differs from
Medicare coverage;

(2) the applicable visits; and
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2.c. Federally qualified health center (FQHC) services and other

ambulatory services that are covered under the plan and
furnished by a FQHC.

(3) the establishment of a separate dental payment rate, if
dental services are provided.

The State limits like services for Medicare and Medicaid to
the respective Medicare limit for the year. Time periods
that span more than one calendar year are limited to the
respective Medicare limit for each time period.
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24.

Transportation.

Through December 31, 2000, payment for life support
transportation is the lower of:

(1) submitted charge; or
50" percentile of Medicare prevailing charge for
1982, plus a 10.725% increase over the base rate.
Effective July 1, 1999 this rate is increased 5%.

Effective January 1, 2001, payment is the lower of:

(1) submitted charge; or
(2) the Medicare unadjusted base rate.

If the provider transports two or more persons
simultaneously in one vehicle, the payment is prorated
according to the schedule for special transportation
services, below. Payment for ancillary services provided
to a recipient during life support transportation must be
based on the type of ancillary service and is not subject
to proration.

Payment for special transportation must be the lowest of:

(1) submitted charge; or

(2) medical assistance maximum allowable charge, which
is a base rate of $15.00 and, until July 1, 2001,
$1.30 per mile.

If the provider transports two or more persons
simultaneously in one vehicle from the same point of
origin, the payment must be prorated according to the
following schedule:

NUMBER OF RIDERS PERCENT OF ALLOWED PERCENT OF

BASE RATE PER ALLOWED MILEAGE
PERSON IN VEHICLE RATE

1 100 100

2 80 50

3 70 34

4 60 25

5-9 50 20

10 or more 40 10
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24 .a. Transportation. (continued)

Payment for air ambulance transportation is consistent
with the level of medically necessary services provided
during the recipient’s transportation amd .

Through December 31, 2000, payment is the lower of:

(1) submitted charge; or

(2) the 50" percentile of Medicare’s prevailing charge
for 1982, plus a 10.725% increase over the base
rate.

Effective July 1, 1999 this rate is increased 5%.

Effective January 1, 2001, payment is the lower of:

(1) submitted charge; or
(2) the Medicare unadiusted base rate.

Payment for air ambulance transportation of a recipient
not having a life threatening condition is at the level
of medically necessary services which would have been
otherwise provided to the recipient at rates specified
for other transportation services, above.

Payment for special transportation for a child receiving
rehabilitative or personal care services identified on an
IFSP or IEP and provided by a school district during the
day is determined by multiplying the number of miles the
child is transported to or from a provider of
-rehabilitative services by the per mile rate of $2.21.



